June 5, 2012

BRIAN L. CUMMINGS
FIRE CHIEF

May 14, 2012 BOARD OF FIRE COMMISSIONERS
FILENO. 12-082

TO: Board of Fire Commissioners

FROM: Brian L. Cummings, Fire Chief, -/ |

SUBJECT: WRITE-OFF OF UNCOLLECTIBLE LAFT EMERGENCY AMBUL ANCE
SERVICE CHARGES EACH VALUED LESS THAN $5.000 FOR FISCAL
YEARS 2004-05 TO 2010-11

FINAL ACTION: Approved Approved w/Corrections — Withdrawn
Denied Received & Filed Other
Recommendations: That the Board:
1. Authorize the Fire Chief to refer to the Board of Review any or all pertinent

documentation regarding $9,327,240.58 in uncollectible emergency ambulance
service accounts each valued less than $5.000 for Fiscal Years 2004-05 to 2010-
11 for write-off authority. This recommendation is based on the summary
findings, listed below.

2. Direct the Commission Executive Assistant | to forward three (3) sets of the
attached letter and summary report to the Board of Review for consideration and
approval.

Summary:

1. The Los Angeles Municipal Code Section 11.04 (Ch. 1, Art. 1) provides that any
Board, Commission, or Head of a Department may prepare a report setting forth
findings regarding the status of unpaid accounts. This report may then be
submitted to the Board of Review for appropriate actions.

2. These uncollected emergency ambulance services for Fiscal Years 2004-05 to
2010-11 consist of 14,564 accounts each valued less than $5,000 amounting to
$9,327,240.58.

3. The 14,564 accounts for $9,327,240.58, including those originating from Fiscal
Years 2004-05 to 2007-08 (through May 2008) past the statute of limitations,
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were referred to the City’s outside collection agency, NCO Financial Systems,
Inc. for collection and were deemed to be uncollectible.

4. The staff of Accounting Services, along with the recommendation of the Office of
Finance, determined that the attached list of unpaid accounts amounting to

$9,327,240.58 should be written off.

Fiscal Impact:

With the removal of these uncollectible accounts from the Department's outstanding
balance, the Department’s resources are more efficiently utilized on more recent
outstanding accounts. The removal of these unpaid accounts from the current
Ambulance Billing System shall not preclude the City from collecting any sum that later
proves to be collectible. Writing off these accounts would be consistent with Generally
Accepted Accounting Principles. This is also consistent with existing City policy to
reflect the accurate status of accounts in the City’s financial statements so as not to
overstate the revenue.

Conclusion:

In view of the above findings, it is appropriate that these uncollectible Los Angeles Fire
Department emergency ambulance service accounts, each valued less than $5,000 for
fiscal years 2005 through 2011, be referred for write-off authority to the Board of Review
in compliance with the Los Angeles Municipal Code.

Upon your Board’s approval, Board of Review consideration/approval will be initiated.

Board report prepared by Carmela Espiritu, Department Chief Accountant, Accounting
Services Section, Administrative Services Bureau.

Attachments
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CITY OF LOS ANGELES
INTER-DEPARTMENTAL CORRESPONDENCE

May 11, 2012

TO: Shane Min, Chairperson I
Office of the Controller

FROM: Brian L. Cummings, Fire Chief
Los Angeles Fire Department

SUBJECT: WRITE-OFF OF UNCOLLECTIBLE AMBULANCE SERVICE CHARGES
EACH VALUED LESS THAN $5,000 FOR FISCAL YEARS 2004-05 TO
2010-11

BACKGROUND

The Los Angeles Administrative Code, Chapter 10, Article 4, Section 22.21 0.2, provides that the
Fire Chief of the Los Angeles Fire Department (LAFD) shall review the status of unpaid
ambulance accounts to determine whether they are collectible. He shall refer those accounts
determined to be uncollectible to the Board of Review in accordance with the Los Angeles
Municipal Code, Article 1, Section 11.04, for appropriate action. The removal of these unpaid
accounts from the current Ambulance Billing System shall not preclude the City from collecting
any sum that later proves to be collectible.

The Los Angeles Fire Department Ambulance Billing Unit performed exhaustive billing and
collection efforts on these accounts. In general, the process performed includes initial invoicing,
sending past due notices after 30 days and researching missing information through the EMS
Billing System database or hospitals. The unit made approximately 20,000 calls a year and
received approximately 25,000 calls per year from the automatic call distribution system. The
LAFD accepted a wide range of payments, including all major credit cards, checks, cash, and for
Medicare, MediCal, and major insurance companies Electronic Fund Transfers (EFT). After
exhaustive billing and collection efforts were made, 14,564 of these delinquent accounts were
referred for additional collection efforts to the City’s contracted outside collection agency, NCO
Financial Systems, Inc., pursuant to Section 5.181 of the Los Angeles Administrative Code.

Submitted for write-offs are 14,564 accounts billed each valued less than $5,000 for uncollected
ambulance services amounting to $9,327,240.58 for Fiscal Years 2004-05 to 2010-11.

RECOMMENDATION

It is recommended that the Honorable Board of Review approve the write-off of $9,327,240.58
of 14,564 uncollected ambulance service accounts, each valued less than $5,000 for Fiscal Years

2004-05 to 2010-11.
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FINDINGS

1. The Los Angeles Administrative Code, Chapter 10, Article 4, Section 22.210.2, provides
that the Fire Chief of the LAFD shall review the status of unpaid ambulance accounts to
determine whether they are collectible. He shall refer those accounts determined to be
uncollectible to the Board of Review in accordance with Section 5. 182 of the Los
Angeles Administrative Code for appropriate action.

2. In addition to the original invoice, statements were sent to patients and, where applicable,
to their identified insurance carriers. Research was also conducted at several receiving
hospitals where the patient or insurance information was incorrect or incomplete. All of
these 14,564 delinquent accounts were referred for additional collection efforts to the
City’s contracted outside collection agency, NCO Financial Systems, Inc., pursuant to
Section 5.181 of the Los Angeles Administrative Code. Outside collection agency efforts
continued up to one year from referral date. These accounts were determined to be
uncollectible and were returned to the Department. These 14,564 accounts are less than
$5,000, including accounts originating from Fiscal Years 2004-05 to 2007-08 (through
May 2008), which are now past the statute of limitations; therefore, the Department has
no legal means of collecting these balances. The Department’s resources are more
efficiently utilized on more recent outstanding accounts.

3. Writing off these accounts would be consistent with Generally Accepted Accounting
Principles. This is also consistent with existing City policy to reflect the accurate status
of accounts in the City’s financial statements and not overstate revenue.

4. The removal of these unpaid accounts from the current Ambulance Billing System shall
not preclude the City from collecting any sum that later proves to be collectible.

If you require additional information, please contact Carmela Espiritu, Departmental Chief
Accountant, Administrative Services Bureau, at (213) 978-3477.

Fire Chie |

Attachments
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